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In early December, negotiators for the Southern Cone Common Market (MERCOSUR) took a
series of steps to expand the trade bloc with neighboring South American countries, reaching an
agreement in principle with Bolivia and setting up the parameters for an eventual accord with
Chile. The agreements with Chile and Bolivia are part of MERCOSUR's overall strategy to expand
the scope of the trade bloc, both within Latin America and overseas. Indeed, representatives of
MERCOSUR and the European Union (EU) are scheduled to meet in Madrid, Spain, on Dec. 15 to
sign a cooperation agreement. The signing ceremony will be attended by 19 heads of state from
Latin America and Europe.
Both the preliminary accord with Bolivia and the agreement on the framework of negotiations with
Chile were reached at the biannual summit of MERCOSUR heads of state held in Punta del Este,
Uruguay, on Dec. 7. Participating in the formal announcement of the Bolivia-MERCOSUR accord
were the presidents of the four MERCOSUR countries Carlos Menem of Argentina, Fernando
Henrique Cardoso of Brazil, Julio Sanguinetti of Uruguay, and Juan Carlos Wasmosy of Paraguay as
well as Bolivia's president, Gonazalo Sanchez de Lozada.
Few details have yet been made available on the MERCOSUR- Bolivia accord. However, according
to sources close to the negotiations, the two sides agreed on a timetable for reduction of tariffs and
other market-opening measures. These tentative agreements must still be finalized in negotiations
between Bolivia and the four MERCOSUR countries over the next several months, culminating
in the completion of a final accord in June 1996. Many trade analysts suggest, however, that for all
intents and purposes, all issues for Bolivia's membership in MERCOSUR have been resolved, and
that Bolivia can essentially be considered a member of the trade bloc.
The rapid progress in the MERCOSUR-Bolivia agreement was not surprising, since Bolivia was
the first South American country to express interest in joining the trade bloc. Bolivia initiated
negotiations to enter into MERCOSUR in 1991, at a time when Chile's policies were to enter only
into bilateral and not regional trade agreements. However, because of the small size of Bolivia's
economy relative to the Chilean economy, most attention had been placed on Chile's negotiations to
enter into MERCOSUR. In fact, many economic observers had expected the Punta del Este summit
to include an announcement of an agreement with Chile for membership in MERCOSUR. Less
than two weeks before the meeting in Punta del Este, Chilean and MERCOSUR officials were
making optimistic statements suggesting that Chile would soon become the newest member of
MERCOSUR. "We hope to complete negotiations with Chile this week and sign the accord in Punta
del Este next week," Brazilian Foreign Minister Luiz Felipe Lampreia told reporters in Rio de Janeiro
on Dec. 1.
That same week, Chilean Foreign Minister Jose Miguel Insulza told reporters that the completion
of an accord with MERCOSUR was "probable" at the Punta del Este summit. But, unlike Lampreia,
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Insulza also took a more cautious approach, saying there were still a number of significant issues
that needed to be resolved before the parties could enter into a new agreement. "We must not
concern ourselves with the exact date for signing an agreement," said Insulza, who added that
completion of an accord by Dec. 7 would be a significant development, but only from a symbolic
standpoint. "If we do not complete negotiations at that time, we will do so a few days or a week
later." Indeed, the differences between Chile and MERCOSUR apparently are greater than
negotiators had anticipated. According to the Santiago daily business newspaper Estrategia,
the agreement between MERCOSUR and Chile was delayed because of differences over tariff
exemptions. When the current MERCOSUR members finalized an agreement in 1993, they agreed
on a long list of items that could retain tariff protection (see NotiSur, 01/14/93).
Chile's principal demand is that the list of protections be whittled down and eventually eliminated.
"These are very concrete points," said Estrategia in an article published on Dec. 6. "Our government
believes that unless an agreement on eliminating tariff exemptions is reached, a global accord
with MERCOSUR is not worthwhile." Chile's request for changes in the tariff exemptions is
certain to have implications on traditional trade patterns among the four MERCOSUR countries.
Some member countries have expressed concern that Chilean products could receive preferential
treatment over products from any of the other four countries. Indeed, according to Chile's Insulza,
an immediate problem that must be dealt with is how to address the problem on a "multilateral"
basis, since all the countries involved would not necessarily be in a position to open their markets to
a certain product within the same time frame.
As a first step, negotiators agreed that about 10% of Chilean trade with MERCOSUR countries
will continue to receive exemptions once Chile becomes a member of MERCOSUR. MERCOSUR
and Chilean officials are scheduled to meet on Dec. 18 in Montevideo in an attempt to identify the
products that can be removed from the list of items that currently enjoy tariff protections, both
immediately and over an extended period. In an article on Dec. 11, Estrategia newspaper noted that,
despite the delay in the conclusion of an agreement for Chile's membership in MERCOSUR, the
agreement by members to even discuss final elimination of some or most of the exemptions was a
significant step.
"Never before had MERCOSUR members recognized that at some specified moment in time the
exemptions they had established would totally disappear," the article said. According to Estrategia,
Chile's ultimate goal is that the exemptions be gradually removed during a 15-year period.
Originally, Chile had hoped to become a member of MERCOSUR in 1995, and was negotiating for
these exemptions to totally disappear by the year 2010. Chilean officials have publicly announced
the year 2010 as their target date for reaching a zero tariff with all countries with which Chile has
trade agreements in place. Along those lines, Chilean President Eduardo Frei told fellow leaders
from the Asia-Pacific Economic Cooperation (APEC) forum at their meeting in Osaka, Japan, in
November that his country is in the same position as industrialized countries in eliminating all tariff
protections by the year 2010. At the APEC meeting, the target date for nonindustrialized developing
countries was set for the year 2020.
However, in negotiations with the MERCOSUR countries, Chile may have to make an adjustment
on that date, perhaps reaching a compromise between the two APEC target dates of 2010 and 2020.
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Another major point that Chilean and MERCOSUR negotiators must resolve is MERCOSUR's
insistence on offering most- favored-nation (MFN) trading status to all member countries of the
Latin American Integration Association (Asociacion Latinoamericana de Integracion, ALADI).
Rather than offering a blanket MFN to ALADI countries, Chile would like to review the status of
each country on a case-by-case basis. However, Insulza told reporters he was confident that Chile
and the MERCOSUR countries could reach a "reasonable" compromise on this point. In announcing
the delay in finalizing negotiations, however, Chilean and MERCOSUR officials reiterated that all
five countries have expressed a political will to reach an agreement by March 31, 1996. Additionally,
they noted that the points of difference among negotiators from the five countries were not vast
enough to derail Chilean membership in MERCOSUR in the near future.
Indeed, MERCOSUR and Chilean officials highlighted the progress made thus far in negotiations,
including such areas as rules of origin, customs valuation, and free-trade zones, among others.
"We want to leave a clear impression that we have continued to make progress, and that we
did not fail," Uruguayan President Sanguinetti told reporters after the Punta del Este summit.
According to Estrategia newspaper, a final agreement could be ready for signing at the next
summit of MERCOSUR heads of state in Buenos Aires in mid-1996. Any decisions reached between
Chilean and MERCOSUR officials may also have implications on the final accord reached between
MERCOSUR and Bolivia. Bolivian officials were not involved in the negotiations between Chile
and MERCOSUR. Therefore, it was not clear what stance Bolivia's President Gonzalo Sanchez de
Lozada's administration would have toward the proposals under negotiation between Chile and the
MERCOSUR countries.
The delay in Chile's entry into MERCOSUR comes less than a month after Chilean authorities
announced that the drive for membership in the North American Free Trade Agreement (NAFTA)
has been delayed indefinitely. Even though the heads of state of the US, Canada, and Mexico have
pushed strongly for Chilean membership in NAFTA, political considerations in the US may derail
the process. The US Congress has refused to grant US President Bill Clinton fast-track authority
to negotiate an agreement with Chile that is not subject to congressional amendments. Chilean
authorities have clearly stated that Santiago cannot enter into serious negotiations for membership
in NAFTA unless Clinton is granted such authority (see NotiSur, 11/09/95). And, despite the delays
in Chilean membership in MERCOSUR, Chilean companies are proceeding rapidly to establish
a foothold in MERCOSUR countries, particularly Argentina and Brazil. During December alone a
number of Chilean companies announced new investments in the two South American neighbors.
Among those Chilean companies announcing new ventures in Argentina or Brazil this month were
food company Vina Santa Carolina and electricity providers Chilectra Metropolitana and Enersis.
Similarly, Argentina's brewer Quilmes in recent weeks announced plans to expand into the Chilean
market, thus ending a near-monopoly enjoyed by Cerveceria Chilena. [Sources: Notimex, 12/05/95;
Inter Press Service, 11/27/95, 11/30/95, 12/01/95, 12/04/95, 12/06/95, 12/09/95; Spanish news service
EFE, 12/06/95; Reuter, 12/07/95; United Press International, 12/07/95; Estrategia (Chile), 12/01/95,
12/06/95, 12/07/95, 12/11/95, 12/12/95; El Observador (Uruguay), 12/07/95, 12/11/95; Reuter, 11/30/95,
12/07/95; Agence France-Presse, 12/06/95, 12/07/95, 12/11/95, 12/13/95]
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